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I. Summary
o T r e r a o l i t e contaminat ion of v e r t n i c u l i t e - b a s e d p r o d u c t s cont inues as a

pr egnant i s sue in the m a r k e t p l a c e . W h i l e the t r e m o l i t e content o f
M o n o k o t e i s , a t p r e s e n t , the most s i g n i f i c a n t a s p e c t o f th i s p r o b l e m
(be cau s e o f the New Y o r k / G o l d f a r b s i t u a t i o n ) , we continue to receive
c a l l s and l e t t e r s on other p r o d u c t s i n c l u d i n g A t t i c and Masonry
I n s u l a t i o n . It i s c l ear that our c o m p e t i t i o n i s making "good" use
of the recent a r t i c l e in Expo sur e . We are p r e s e n t l y h a n d l i n g t h e s e
reques t s on an i n d i v i d u a l bas i s and are l o o k i n g at a more general
a p p r o a c h .

o E s t i m a t e s o f Monoko t e volume d e r iv ed f r o m the r egre s s i on model based
on s t e e l o f f i c e and bank contract awards are d r a m a t i c a l l y h igher
than actual r e s u l t s ( d e v i a t i o n of the twe lve-month moving t o t a l
through J u l y is / ! / % ) . W h i l e we be l i eve that we have l o s t some
market share to C a f c o in the pa s t twe lve mon th s , we b e l i e v e t h i s
l o s s in market share is smal l r e l a t i v e to the t o t a l d ev ia t i on . We
w i l l u p d a t e th e mode l t o f i n d th e reason for th e d i s c r e p a n c y . We
w i l l a l s o a t t e m p t to b e t t e r d e f i n e our l o s s in market share.

o We have r e c e n t l y l o s t 230,000 bags of Monokote volume in the M i d w e s t
Region on 3 j o b s because of u n c o m p e t i t i v e t h i ckne s s e s r e l a t i v e toC a f c o . C a f c o has r e c en t ly run new t e s t s at UL which r educ e s the
amount of C a f c o mater ia l nece s sary on some s p e c i f i c d e s i g n s to
obtain a given f i r e r a t i n g . T h i s r e s u l t s in a d i s a d v a n t a g e of 10 to
137. higher mater ial requirements for Monokot e for the same d e s i g n s .
In the short run, we are go ing back to the a p p l i c a t o r wi th a p r o p o s a l
which would o f f e r h im f r e e mater ial f or th e incremental r equirement s .
For the l onger term, we are p u t t i n g t o g e t h e r an act ive f i r e - t e s t
program to re-gain the i n i t i a t i v e f r o m C a f c o .
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o T h e f i r s t h i g h - p r e s s u r e p u m p i n g j o b wi th t h e m o d i f i e d M K 5 - S G formu-
la t i on on the East Coast s tarted l a s t week with the 49th S t r e e t
Tower being sprayed by P a t t i & S o n s . W h i l e it is on ly two days into
the j o b , in i t ia l f e e d b a c k on the per formance o f the m o d i f i e d SG Is
good . No hang ing prob l ems were observed in e i ther the s cratch or
brown coa t , and p u m p i n g pre s sure s were r e p o r t e d to be 100 p s i g lowerthan pre s sure with s tandard Monokote (750 p s i g ) . On the bas i s of
the i n i t i a l r e s u l t s , F a t t i wanted to convert hi s other j o b s to the56 f o r m u l a because of lower pump pres sures .

o Our m a r k e t i n g / s a l e s a c t iv i t i e s with Owens-Corning were r e l a t i v e l yheavy dur ing the month as we had several v i s i t s with OC S u p p l y to
d i s c u s s their intere s t in and c a p a b i l i t y of d i s t r i b u t i n g T h e r m o s t u d ,
P o l y c e l dB P l u s , and P o l y c e l aerosol p r o d u c t s . We a l s o met with the
p r o d u c t management of their f i b e r - g l a s s bus ines s to d i s c u s s a j o i n t
promotional a c t i v i t y of their T h e r m a l - G r a f t e d Home concept . Owens-
Corning "s promot ion of a T h e r m a l - G r a f t e d Home requires b u i l d e r s to
control air i n f i l t r a t i o n in order to achieve O w e n s - C o r n i n g ' s rat ing.R e s p o n s e f r o m Owens-Corning was f a v o r a b l e on al l p o t e n t i a l a c t i v i t i e s .

o E x c e p t f or th e M i d w e s t Region , i n t r o d u c t i o n o f th e T - c l l p program
was c o m p l e t e d dur ing the month. The program c o n s i s t s of a c o o r d i n a t e d
PR, d ir e c t m a i l , and space a d v e r t i s i n g campaign d i r e c t e d towards
g a i n i n g d i s t r i b u t i o n and convincing contrac tor s of the lower i n s t a l -
l a t i o n cost of Thermos tud when using the T - c l i p . We a n t i c i p a t es e e ing improved r e s u l t s i n t h e T h e r m o s t u d p r o d u c t l ine b y y e a r ' s
end.

o S h i p m e n t s of P o l y c e l during the month were s t r o n g , r e f l e c t i n g the
bulk of the C o t t e r orders which were s h i p p e d to r e p l a c e the I n s t a -
Foam inventory. The P r o f e s s i o n a l business on a year-to-date b a s i s ,
is s i g n i f i c a n t l y ahead of prior year in all Regions except T e x a s(which accounted for more than 50% of volume in 1982). Decreased
housing starts and increased c o m p e t i t i o n have impacted the T e x a s
market. We are a d d r e s s i n g the c o m p e t i t i v e prob l em and hope to
re-gain los t bus ines s by y e a r ' s end. On a regional not e , we antici-p a t e that p a s s a g e o f T i t l e 24 in C a l i f o r n i a (requiring air i n f i l t r a -
tion control in new c o n s t r u c t i o n ) w i l l have s i g n i f i c a n t impact onPolyc e l growth in 1984.

o The A t t i c Campaign was "kicked o f f " in the Eastern and Central
Regions during the month. The campaign thi s year is a s i g n i f i c a n t
departure f r o m the past and f e a t u r e s a s i g n i f i c a n t a t t empt to "pul l"the p r o d u c t through d i s t r i b u t i o n . T h i s is being done with a
combination of a very aggre s s iv e Co-op A d v e r t i s i n g Program, a long
with consumer rebates. The program was e n t h u s i a s t i c a l l y received by
both Regions.

o P o l y s t y r e n e Bead pr i c e increase was announced in J u l y ( e f f e c t i v e
Sept ember 1, 1983). T h i s price increase wil l result in an e f f e c t i v e
$ .04 per Ib. increase on average. Based on the pr i c e increase, we
have pas s ed revised pr i c ing g u i d e l i n e s for Poly s tyrene onto the
Regional Manager s . We w i l l s t i l l maintain a minimum 15% gro s s
margin on P l a i n b o a r d .
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o I m p e r i a l Chemical I n d u s t r y (ICI) has deve loped and patented new
t e chno l ogy to manufacture f oams and coatings baaed on vermicul i t e .
Ve have d u p l i c a t e d their approach in the Lab and f i n d mater ia l s with
in t ere s t ing p r o p e r t i e s . ICI has met with us in the past to "whet"
our a p p e t i t e but has never pursued a concrete p r o p o s a l . I p l a n to
meet with ICI in an a t t e m p t to determine their p l a n s and to determineif we can or should license their technology.

o SBO treated vermiculite wi l l be sh ipped to the W i l d e r Plant for 3
months to conf irm the yie ld improvements, determine f i n i s h e d product
per f ormance , and e s t a b l i s h air sampl ing data. A l t h o u g h previous
re su l t s showed no yield improvement with SBO treated at Enoree,recent s a m p l e s in which wet Enoree concentrate was s h i p p e d to Libby
for treatment showed a 7.67. yield improvement. We believe that theprevious non-performance was due to over-drying the concentrate at
Enoree, thereby re tarding the e f f e c t i v e n e s s of SBO treatment.

o S a l e s of concentrate to the g y p s u m companies are f u r t h e r threatened
(we l o s t 4,000 tons to V i r g i n i a V e r m i c u l i t e ) as B i l l S t r o n g is
a t t e m p t i n g t o g e t A f r i c a n V e r m i c u l i t e approved by U. S. Gypsum. If
s u c c e s s f u l , he would l i k e l y have a f r e i g h t advantage to the W e s tCoast as we are s h i p p i n g all USG p l a n t s f rom South Carolina. USG
wil l not take concentrate f r o m Libby due to the label on the railroad
cars.

o Lic en s ing of Z o n o l i t e / V e r m i c u l i t e product s to the Mid East is pro-
gre s s ing . The at torney for Gosabi p l a n s to be in Cambridge to d i s c u s s
terms in the near f u t u r e . H o w e v e r , in " typical" S a u d i f a s h i o n , they
have not yet given us concrete r e spons e s to our p r o p o s a l . On a
second f r o n t , we are having d i su c s s i on s with two U n i t e d K i n g d o m f i r m s
(IMC and T h e r m o d u r l c , L t d . ) to take a m a n u f a c t u r i n g l i c ense on
Monokot e f r o m us in the Uni t ed K i n g d o m and W e s t e r n Europe.

o S a l e s of Serviwrap produc t s are strong relative to last year andrelative to the market which is s i g n i f i c a n t l y d epr e s s ed . However,78.17. of the sale s in the f i r s t seven months were to 3 customers
( T r a n s c o , Brown & Root, and CMM), who s p e c i f y only Serviwrap. We do
not get much business where Serviwrap is an "or equal" as the productis more d i f f i c u l t to a p p l y than compet i t ive produc t s , and contractors
do not use Serv iwrap unle s s they have to.

o L i t i g a t i o n a c t i v i ty in the Roof Deck area a p p e a r s to have slowed as
no new cases have been f i l e d since. A p r i l . Of the 8 cases f i l e dyear-to-date in 1983 (compared to 11 and 13 in 1982 and 1981, re-
s p e c t i v e l y ) , 5 were with C e l o t e x . Of the 44 a c t i v i t y cases, 19 are
with C e l o t e x against whom we recent ly went to trial with f a v o r a b l ere su l t s ( C e l o t e x $160 ,000—GRACE $0). Our p o s i t i o n , relative to the
BUR manufac turer s , appears to be g e t t ing stronger as we deve l op astrong technology base for our arguments and as we learn how to more
e f f e c t i v e l y approach th e l i t i g a t i o n / n e g o t i a t i o n ac t iv i t i e s .
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o Asbe s t o s -r e la t ed l i t i g a t i o n has become a r a p i d l y growing a c t i v i t y aswe are now "on the l i s t " of several d e f e n d a n t ' s a t torneys. F o r t y -f o u r b o d i l y in jury cases were added in J u l y alone bringing theac t ivi ty case load to 153. T h i s acce lerating increase in case
load is beginning to tax our resources f r o m an admini s tra t ive
as well as act ivity s tandpoint . We have not yet been able to
c o n s o l i d a t e the l i t i g a t i o n a c t i v i t i e s as p lanned and c o n s o l i d a t i o ndoes not a p p e a r l i k e l y in the near f u t u r e .

II. S a l e s and Margin Sunsary
J u l y gross s a l e s f or non w a t e r p r o o f i n g , non r o o f i n g B u i l d i n g Produc t s
are $1223M (19%) unfavorable to budget and $230M (4%) unfavorab l e to
J u l y 1982. The bulk (94%) of the under run is due to the s h o r t f a l l
( $ 1 1 4 7 M ) in F i r e p r o o f i n g as the behind budget p e r f o r m a n c e in GeneralI n s u l a t i o n Product s ( $ 2 3 1 ) and P o l y c e l ( $ 1 3 5 ) i s e s s e n t i a l l y o f f s e t by
gains in Serv iwrap ( $ 5 B M ) and Export ( $ 2 3 0 ) . W h i l e some of the F i r e -
p r o o f i n g s h o r t f a l l is due to l o s s in Monokote market share, and some is
due to a construction s trike in Southern C a l i f o r n i a , the b i g g e s t part of
the problem stems f rom the "aggressive" budget based on the Monokote
regres s ion mode l . The budge t prob l em wi l l p l a g u e us throughout 1983.
Y e a r - t o - d a t e gross sa l e s for these p r o d u c t s are $7143M (187.) u n f a v o r a b l e
to budge t and $2270M (6%) un favorab l e to prior year. The large s t part .
(73.3)% of the Y - T - D under run is also due to Monokot e ( $ 5 2 3 7 M ) . H o w e v e r ,the Y - T - D under run in General I n s u l a t i o n ( $ 1 3 6 5 M ) , P o l y c e l ( $ 9 6 5 M ) , and
Ore to Outsiders ( $ 2 2 7 M ) is only p a r t i a l l y o f f s e t by above budget per-f ormance in Serv iwrap ( $ 1 6 4 M ) and Export ( $ 4 8 7 M ) .
On a Y - T - D ba s i s , the gross margin under run for all p r o d u c t s is $3250M
or 187.. The present under run in margin is the same as the % under run
in s a l e s , ind i ca t ing that p r i c i n g and mix are not causing margin erosion.
( A c t u a l gross margin is 45.1% compared to budget of 45.27..)
K e y S a l e s a n d Margin S t a t i s t i c s a r e d e t a i l e d i n T a b l e s I , I I , a n d I I Iattached.

( T a b l e s I , I I , a n d I I I f o l l o w s )
I I I . Product Line Detail s

Product Line D e t a i l s are included in the a t tached r e p o r t s .

Robert J. Bet ta c ch i
R J B / k o ' c
A t t a c h m e n t s
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TABLE I
K E Y S A L E S A N D M A R G I N S T A T I S T I C S

CD ( 2 )

1983A 19B3B

( 3 )

1982A

( 5 )
Z Variance

1983A 1983Avs 1983B v s l 9 8 2 A

J U L Y 8 3 G R O S S S A L E S ( S O O O )
( 1 ) F I R E P R O O F I N G( 2 ) G E N E R A L I N S U L A T I O N( 3 ) P O L Y C E L(4) ORE TO OUTSIDERS( 5 ) S E R V I W R A P(6) EXPORT
( 7 ) T O T A L

2511 3658
1457 1688366 501332 331158 100318 88
5143 6366

326714112893342052

( 3 1 )( 1 4 )( 2 7 )058261

( 2 3 )327
( 1 )673515

5373 ( 1 9 ) ( 4 )

Y-T-D J U L Y 8 3 G R O S S S A L E S ( $ 0 0 0 )
( 8 ) F I R E P R O O F I N G( 9 ) G E N E R A L I N S U L A T I O N( 1 0 ) POLYCEL( 1 1 ) ORE TO OUTSIDERS( 1 2 ) S E R V I W R A P( 1 3 ) E X P O R T
( 1 4 ) T O T A L

23432 2124910623 96992802 17242571 2104420 146608 660
33312 40455 35582

( 2 2 )
( 1 3 )(34)

( 9 )3980
( 1 8 )

J U L Y 8 3 G R O S S M A R G I N ( $ 0 0 0 )
( 1 5 ) F I R E P R O O F I N G( 1 6 ) G E N E R A L I N S U L A T I O N( 1 7 ) POLYCEL( 1 8 ) ORE TO OUTSIDERS( 1 9 ) S E R V I W R A P(20) EXPORT
( 2 1 ) T O T A L

1165587
18919774105

17246652702024736

13405551421681118

(32)( 1 2 )(30)( 3 )57192

( 1 3 )6335595484
2317 2944 2254 ( 2 1 )

( 2 2 ) F I R E P R O O F I N G(23) G E N E R A L I N S U L A T I O N( 2 4 ) POLYCEL( 2 5 ) ORE TO OUTSIDERS( 2 6 ) S E R V I W R A P( 2 7 ) EXPORT
( 2 8 ) T O T A L

Y-T-D JULY 83 GROSS M A R G . ( $ 0 0 0 )
835836469351391285411

10828400514931529191232

86803730850127373264

( 2 3 )( 9 )(37)( 9 )5077

( 4 )( 2 )10929156
15028 18278 14869 ( 1 8 )
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